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FIRST GENERAL COUNSEL’S REPORT

Pre-MUR 494
DATE RECEIVED: January 4, 2010
DATE ACTIVATED: March 11, 2010

SOLs EXPRRED PRIOR TO RECEIPT:
August 25, 2003-March 31, 2009

SOLs NOT EXPIRED AT RECEIPT:
June 16, 2011-July 1, 2014

MUR 6249
DATE RECEIVED: January 25, 2010
DATE ACTIVATED: March 11,2010
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August 25, 2003-March 31, 2009
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June 16, 2011-July 1, 2014

Kansas City University of Medicine amd
Biosciemces, and Howasd D. Weaver, D.O.,
Chairman of the Board of Trustees

SOURCE/COMPLAINANT:

RESPONDENT: Karen L. Pletz

RELEVANT STATUTES: 2 U.S.C. § 441b(a)
2US.C. § 441f
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sponte submission and a complaint against its former President and CEO, Karen L. Pletz, to
report that the University appears to have been the true source of funds used for at least $15,700
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in federal contributions that were attributed to Ms. Pletz between 1999 and 2009." The
University provided Ms. Pletz with an annual leadership stipend to reimburse her for both state
and federal contributions she would make to further the University’s interests. While Ms. Pletz
acknowledges receiving the annual stipend and making federal contributions, she asserts that all
ofhupoliﬁcnlconﬂibuﬁomwuemdeofhamﬂeeﬂLthherMmoney,nndnoton
behalf of the Univerdity.

As discussed below, we recommend the Commission find reason to belicve that Karen L.
Pletz violated 2 1.S.C. §§ 441b(a) and 441f by using sorpozate fomds to make contributisns in
the name of another. Additionally, we recommead the Commission find reason to believe that
Kansas City University of Medicine and Biosciences violated 2 U.S.C. §§ 441b(a) and 441f. We
Mﬁrecommmdthccmionukcmuﬁmdthilﬁmwilhmpmwﬁefouom
recipient committees: Talent for Senate, Hulshof for Congress, Kay for Congress, Missourians
for Bond, Friends of Bennie Thompson, and Nodler for Congress. Finally, we recommend the
Commission authorize the use of compulsory process to assist in an investigation into whether
Ms. Pletz acted in a knowing and willful manner and whether there were other federal
contributions made in the name of another.
IL.  FACTUAL AND LEGAL HIIALYSIS

A.  Factusl Rackground

Kansas City University of Medicine and Biosciences is an incorporated, non-profit
osteopathic medical school in Kansas City, Missouri. Karen Pletz, who is an attorney, was the
University’s President and CEO from 1995 to 2009.

! Only $6,200 of these contifbutions remains within the five-year statute of imitations. The next date upon which
contributions will fall cutside the statute of imitations is June 16, 2011 — when $1,000 will expire — and the last date
is July 7, 2014.




12044313354

N

W 0 =N & s w

10
11
12
13
14
18
16
17
18

Pre-MUR 494 (KCUMB)YMUR 6249 (Karen L. Pletz)
First General Counsel’s Report
Page 3

On September 26, 1999, Ms. Pletz wrote a memorandum to Dr. Jack Weaver, then
Chairman of the Board of Trustees (now deceased), suggesting that the University provide her
with additional compensation 3o as to reimburse her for expenses such as political contributions.
Complaint at 2. The memorandum first clearly acknowledges that the University is a non-profit
corporation prohibited from making political contributions, and then recommends that the
Univemsity provide Mis. Pletz with a $42,000 lump-si=n paynsent and a $42,080 inowease to her
salary fiar the nosst yanr to pessmnally make the pbiitiosl contributions. Camplaiat Bxlubit A 7Y 2-
4. Mz. Pletz states that, “This will enabie [me] to pesticipate in 2 mesningful way, begizaing
now, in an important election year, and will also offset the additional tax involved, so that [I] am
not penalized personally for work-related efforts.” /d at§4. Ms. Pletz further recommends that
her additional compensation be characterized as a “housing allowance,” so that it will be added
to her compensation as a separate benefit component, taxable to her, but enabling her to use the
funds for the political requirements of her job. I/dat§ 5.

Minutes of a September 27, 1999 meeting of the University’s Compensation and Benefits
Commiitee and an October 8, 1999 Executive Conmmnittee meeting reflect approval of a lump-
sum retroactive adjusitment to M. Pletz’s salasy and wn inoreuss in her sninual salo=w, both in the
amount of $42,080. Complaint Exhibit B at 2 and Exhibit C at 2-4. Nuither setof minmies
include aay spanific mfesenca to the Septamber 25, 1992 ammomadiza ar any gpagific

? The University’s internal investigation has raised questions about the sccuracy and authenticity of Executive
Caunitise nusting mimises. Althengh tieo UrGversity ig 1iill emsnining sreseds prier tn 2009, it buliewns that ifs.
Pletz forged soveral of the Executive Committee meeting minutes between 2006 and 2008 in which her leadership
stipend was purportedly approved, and the meetings did not actually occur. Complaint at 3-4. Instead, Ms. Pletz
directed her secretary, Connie Boyd, to type the minutes, then transposed Dr. Howard Weaver's signature and
forwarded them to the University’s CFO, Mr. Richard Hoffine, to receive the stipend. Telephons Conversation with
Outslds Cosasel 1o Kanses City University of Medieira and Rissclences (Agril 15, 2010). Altlough the minutes
may have been forgad, Ms. Pletz still received the stipand they purperted to apgrove. Ses Complaint Fahibits H and
I; see also Response at 4. Ceunsel have made no determination as to the suthepticity of meeting sninutes price to
2006.
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discussion of the reason for the salary adjustments, except that Ms. Pletz’s compensation should
recognize her special efforts and responsibilities as both a Chief Executive and a community
leader. Id. Finally, an October 8, 1999 Personnel Action Form signed by Dr. Jack Weaver and
subsequent Earnings Statements for Ms. Pletz confirm that Ms. Pletz received the funds.
Complaint Exhibits E, F, and G. _

" The funds paid to Ms, Metz in order to make political contributions took the form of a
salary incremu in 1999 and a “leadership stipemd™ from 2082 thromgh 2009. Aithough Ms. Platz
received $42,000 in 1999, her ssmual leadership stipend grew to $195,080 by the time her
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employment was terminated in 2009. Complaixt at 3 and Response Exhibit 8.

From 1998 through 2009, Ms. Pletz made the following $15,700 in federal political

contributions, $6,200 of which is still within the statute of limitations.

Table 1. Federal Contributions by Karen Pletz

ute Recipient Contuibutien
8/25/1998 | Missourians for Bond $1,000
12/3/1999 | Camnahan for Senate $1,000
7/24/2000 | Greg Musil for Congress. $500
10/17/2000 | Missouri 2000 $1,000
10/17/2000 | Carnahax for Senate $1,000
2/23/2004 | Missourians for Bond $2,000
2/23/2004 | Missourians for Bond $2,000
3/317200% | Creaver for C $1,000
6/16/2008 | Talent fir fienate $1,000
9/11/200% | Hulshof fior Comunss $250
6/28/2007 | Kay for Comsrens $2,300
. 6/30/2007 | pflissonrigns for Bond $1,150
11/9/20Q7 | Friends of Bennie Thompson | $500
331 for $500
7 /"%‘1 Nodler for Congress $500

In an October 28, 2009 text message to Dr. Howard /eaver, the mew Chairman of the
Board (and the son of the former Chairmun), Ms. Pletz ngjuested that her stipend be processed,
explaining that the stipends are authorized as income to her — “as they must be to be legal” — and
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must not be directed by the institution. Complaint Exhibit I. She further explains that the

stipends are “used each year to garner support in the legislature” and that “[w]e are at a critical

juncture re sponsors of the bill and pro tem and chair commitments.” Jd. According to the

complaint, prior to the October 2009 text message, Dr. Howard Weaver was not aware that Ms.

Plet2’s leadership stipend may have been used to nmke political contributions.> Complaint at 4.
Ms. Plexwz’s Nowsmber 2009 Report 4f the Presidest inismes thst she used her leaderstiip

stipend for paliticsl cantributiams sach year it was reppivetl, shtough 2009:

12044313356
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strategic support of legislative leadership in higher
education/medical education/health policy. This initiative is a
strong example of the effectiveness of KCUMB’s community
investment and of the leadership stipend. As a 501C3
orgunization, the institiion ceanot lawfully meke or direct
politiesl contridutions to individuml cmsdidatws or legislatora
Howevap, I Mave alwgys btwlieved thet I hed a persomal
respaasthility to suppest legislative leadeankip in highor edsaltion,
medisal aducation, sad health policy. Legislation incorpomating
standands to ensure continuing high quality im Missouri’s maddical
education will be introduced carly in this session, largely as a
result of KCUMB's leadership.

Complaint Exhibit H at 6. The University asserts that the cunrent Board of Trustees was not
aware of the Icadershfyp stipend or how Ma. Plstz may have used it until the November 2009
Report of the President. il As dissusssi] abowe, see fn 2 sqpra, astoading to the Univacmity's
counsel, tha University helieves that, for at least part of this pesind, Ms. Pletz forged the minutes
of the Executive Commeittee meetings during which her yearly stipend was purpestedly approved
and forwarded those minutes directly to the CFO, without informing the Board of Trustees.*

3Wo heo beon advised by Uiversity sounse! GERt, wpan commnendeg an irilovmel inveiligeiion, the Mosrd of

Trustees put greater restrictions on Mas. Pletz's access to University funds, including & requirement that all
disbumements he sppromed by the Board of Trustees.

4 Ms. Pletz’s November 2009 Report of the President was the first she had ever circulated to the Board, and it was
not published until the investigation was already underway. Complaint Exhibit Hat 1. Furthermore, although the
University counsel have not yet interviewed past members of the Board of Trustees, there is carrently no evidence to
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B.  University Submission and Pletz Response

In September and October 2009, the University’s Board of Trustees received confidential
correspondence about a number of issues regarding Ms. Pletz’s compensation and business
expenses. Complaint at 1. The University retained outside counsel and appointed a Special
Conmnittee of the Board of Trustees to condfuct an internal investigation. Complaint at 1 and
Telephone Cenvensition with University Counsél.

By Dacemisor 2809, the Univenaity's intermal inmestigation uncovered documents
indicating that the Liniversity had paid Ms. Plk¢z stipends to mimbusss iesr for bath stete and
federal contributions she would make to further the University’s interests. /4 The Special
Committee presented an interim report regarding these documents and other issues relating to
Ms. Pletz to the Board of Trustees on December 18, 2009. Although the investigation is
ongoing, the Board decided to terminate Ms. Pletz’s employment and report these campaign
finance violations to the Commission. Complaint at 1, 4 and Telephone Conversation with
University Counsel.

Ms. Pretz acknowledges receiving the leadership stipends and making Yederal
contributions, bux challenges the complaint on four grounds.

o The cempinint doss mot pioet the filing ocmiresvenis set forth in 2 US.C.

§ 437g(a)(1) in that its signatory, Dr. Howard Weaver, swore only that he

;xmdﬂwmi'-im,mﬁmtmﬁemﬁhmm Response at 1-

o Ms. Pletz also denies the connection between her leadership stipend and
contribution amounts, While & received approximately $1,128,000 in the form

of leatlership stipunds over a tew-year period, she made only ¥15,700 in federal

political contributions. Response at 5. In some years, she received the stipend

but did not make any federal contributions; in another year, she made federal
contributiens bat did sot sxive a stipesd. I

suggest that seyoms edkes e Dr. Jack Weaver ressiin 06 Sepiemive 26, 1999 memeesundnm. Csapdeint &2, 1
and Telephone Cormrraetion with University Counsel,
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Subsequent to the filing of the complaint and response, on March 22, 2010, the
University and Ms. Pletz filed suits against one another in Missouri Circuit Court, in which the
University clainred breach of fiduciary duty, fraud, breach of contract, and unjust enrichment,
and M. Pletz claimed wrongful termination.®

'C.  Legal Analysis

Under the Federeil Elestion Campaign Act of 1971, as amended (“the Act”™), corporations
are prohibited from making contributions from their general treasury funds in cannection with
any election of any candidate for &denl office. 2 U.S.C. § 441b(a). A candidate, political
committee, or other person is prohibited from knowingly accepting or receiving any corporate
contribution. /d Furthermore, it is unlawful for any officer or director of any corporation to
consent to any contribution by the corporation. Jd.

The Act also prohibits a person from making a contribution in the name of another
person, knowingly permitting his name to be used to effect such a contribution, or knowingly
accepting a contribution made by one person in the samv of another. 2 U.S.C. § 441f. The
Commission’s regulutions further prohihit lmowingly helping or sasisting any personin making a
contzibution in the name of another. 11 CF.R. § 110.4(b)(1)(iii). Those regulations specifiesily
explain thatattributing a contribution to one pezzon, when another person is the actual source of

® The University's suit contends that the Soptember 26, 1999 memorandum was a false reprosentation and a pretext
for her to obtain additional compensation. Petition § 24, Kanzaz City University of Medicine and Biosciences v.
Karen L. Plets, No. 1016-CV08485 (Mo. Cir. Ct. filed March 22, 2010).
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the funds used for the contribution, is an example of making a contribution in the name of
another.? See 11 CF.R. § 110.4(b)(2)).

The Act addresses violations of law that are knowing and willful. See 2 U.S.C.
§8 437g(a)(5XB) and 437g(d). The knowing and willful standard requires knowledge that one is
violating fhe law. Federal Election Commission v. John a Dramesi for Congress Committee,
640 F. Supp. 95, 987 (D. N.J. 1986). A knewing emd willful violation mary be established by
“preof that the defendatt aated delibemuttly and with knowiadge Gt the reprenoatation was
false.” United States v. Hopkins, 916 F.2d 207, 214 (5th Cir. 1990). Bvidenae does not havs to
show that the defendant had a specific kapwiedge of the regulations; an inference af a knowing
and willful act may be drawn from the defendant’s scheme to disguise the source of funds used
in illegal activities. /d. at 213-15.

1. Complaint Sufficiency

The Act requires that a complaint be signed and sworn to by the person filing the
complaint. 2 U.S.C. § 437g(a)1). Commission regulations provide that the contents of the
complaint shall be sworn tc. 11 C.F.R. § 111.4(bX2). The Commission website specifically
instructs potential filers that the notary public’s costifieute must say “...signed and swom to
befnme..,"mﬁumhtwmmmmm-ﬁmwhmum" In this
matter, the complaint’s notary csrtiiicate states, “On this day...before me personally appessed
Howard D. Weaver, D.0., duly sworn to be the person described herein and who executed the

? On June 14, 2010, the United States Court of Appeals ruled that § 4411 prohibits the reimbursement of conduit
contributions, 22009 district court opinion and affirming the validity of Commission regulations codified
at 11 CF.R § 1:0.40X2)). See United Stalas v. O'Donmil, __F.3U___, 2010 WL 2352042 (9th Cir. June 18,
2010).

'* “Filing a Complaint Brochure,” Federal Election Commission,
http//www.fec.govipages/brochusns/complain.shtml (last visited Apsil 23, 2010).
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foregoing instrument, and acknowledged that he executed the same as his free act and deed.”
Complaint at 5. The notary certificate meets the requirements set forth in the Act and follows the
instructions on the Commission’s website. Accordingly, the filing is not deficient.
2. KarenL.Pletz

Based on the information provided in the University’s submissions and Ms, Pletz’s
response, it appuars timt Ms. Plewz violated 2 U.S.C. §§ 44Vixd) and 441f. In hor Sepresaber 26,
1999 reumerandum, M. Pletz raquasted thet the University prouirde funds to afzhet politioal
expenses such as federal politicsl contributiom. Further, betwaea 1999 and 2009, the University
provided her with a yearly stipend spezifically to be used for political contributions. The
University’s sua sponte submission suggests that without the representation as to the need to
make political contributions to further the University's interests, Ms. Pletz would not have
received the leadership stipend.

Although Ms. Pletz claims that she did not make the contributions on behalf of the
University, the University provided Ms. Pletz with funds in response to her representation that
she would use them to make centributionts fh the Usivasshty’s isterest, and Ms. Flee: then
proceediad to nyshe contrikations. Indend, tha Utiversity’s intssmal investigation cmeciube tisst
the stipend was used to make contributions. Further, Ms. Pletz’s Repost of the President actually
states that, due to her contributions, certain legislation would be introduced “largely as a result of
KCUMB’s leadership.” Thus, Ms. Pletz made federal contributions with the stipend, meking the
University the true source of contributions.'!

1! While the University's civil suit contends that Ms. Pletz requested all or part of the stipend as & false pretext for
additional compensation, this is not inconsistent with the conclusion that Ms. Pletz used the stipend 0 make
comielintinns for e Usivaxslty. The two pygpases s s mutually exclusive: Ms. Pletz could have used a portion
of the stipend for political contributions and converted the other portion to ber personal use.
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Although the known amount in violation is only $15,700 (of which only $6,200 remains
within the statute of limitations), this matter involves two of the most egregious violations of the
Act — corporate contributions and contributions in the name of another. It is also possible that
the investigation will reveal more corporate contributions, whether they were funded directly by
the University or reimbursed by Ms. Pletz out of her stipend. ‘We therefore recommend the
Conmission find reason to believe that Karen L. Phetz violated 2 U.S.C. §§ 241b(a) amx 4811,

b.  Knowisgand Willfal

The information presented raisss the question of whether Ms. Pletz’s violation of the Act
was knowing and willful. First, it appears that Ms. Pletz had knowledge of the legal prohibition
on corporate contributions. In both the September 26, 1999 memorandum and the November
2009 Report of the President, Ms. Pletz clearly states her awareness that the University cannot
legally make contributions to individual candidates due to its corporate status, and proposes that
the University circumvent this restriction by giving her a stipend to make the contributions.

Second, Ms. Pletz’s recommendation that her 1999 salary increase be falsely labeled as a
“bousing-allowance” suggests an attempt to conceal the niture of the funds and krowledge that
the scheme wus ilicgal. Fuither, lie allogation that MNis. Pletz forged Exscutive Comnsittoe
mibaes furthen supperis a scheme of camsenineent. Crosting a false meord indicates an ditempt
to eongeal the nature of am action zad kaowledge that tiae action is illegal. See, e.7, MUR 5398
ajﬁume}hldings.lnc.)(Commifoundhnw‘mgmdm:eummbeﬁmagﬁm
respondents who reimbursed contributions through expense reports, bonus payments, and
retroactive salary adjustments).

However, Ms. Pletz’s response and the language of her October 2009 text message argue
her belief that the conduct was legal because the University did not direct her contributions or
require her to report back, and she did not use the entire stipend for contributions. Further, Ms.
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Pletz's effort to conceal her actions may have been directed towards limits on executive
compensation associated with the University’s tax-exempt status instead of concealing the source
of the contributions."

As there is information in the record which could be viewed as suggesting that the
violations were knowing and willful, an investigation is needed to resolve this issue. Should the
propoel investigation uricover evidence that M. Pletz knowingly end willfully vielated the Act,
we will make the appropaiatc reexmmenchition to pursue knawing and willful at a later date.

3.  The Uzivenity

As the President and CEO of the University, Ms. Pletz had both express and implied
authority to direct the University’s political activity intended to further the University’s interests
in education and health issues. Under principles of agency law, a principal, such as the
University, is liable for the acts its agents, such as Ms. Pletz, committed within the scope of their
authority and employment and motivated, at least in part, to benefit the principal. See Weeks v.
United States, 245 U.S. 618, 623 (1918); Rouse Woodstock Inc. v. Surety Federal Savings &
Loan Ass'n, 630 F. Supp. 1004, 1010-11 (N.D.11. 1986). Therefore, we recommend the
Cormnission find reason to believe that Kansas City University of Medicine and Bioseitmes
violated 2 U.S.C. §§ 441b(a) amd 441f.

2 Ms. Pletz notes that her proposed salary increase would be taxable to her, so¢ Complaint Exhibit A { S, indicating
that she was not concealing the funds to avoid personal tax lisbility. Additionally, her use of the term *legal” in the
October 2009 text message suggests a skirting of the Act more than the tax code, as the contributions might risk the
University’s tax-exempt status but would not be considered “illogal” under the Internal Revenue Code. Ses 26
U.S.C. § 501(c)X3); 2¢s also “The Restriction of Political Campaign Intervention by Section 501(c)(3) Tax-Exempt

" Internal Revenue Service, http:/www.irs.gov/charities/charitable/article/0,,id=163395,00.html (last
visited April 27, 2010). However, it is possibla that Ma. Pletz infocmally used the term “lagal™ in rafisrence to
permisaihle activity for tax-exempt organizations.
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4 Reciplent Committees
 There is no information Yo indicate that sy of the six recipient committees — Talent for
Senate, Hulshof for Gongres, Hay for Congress, Missnarisos for Bond, Friemls of Bennie
Thompson, aad Nosller for Congrass — acoepted the contributions fiom Ms. Plete with
knowledge that the true source of those finds was the University. Tharefore, we make no
recommendation at this time with respect to these committees. '

I = PROPOSED INVESTIGATION

The proposed investigation would focus on obtaining additional information regarding
whether Ms. Pletz acted in a knowing and willful manner and whether there were other conduits.
It appears that other University dffigikls maids federal castributinas at the seme tirme aa Ms.
Pletz, and seme officials’ employment was tezminatad 1t the same time as Ms. Pletz’s,
suggesting that others may have also been compensated for their contributions. In addition to
interviewing or deposing Ms. Pletz, we expect to interview both the current and past Boards of
Trustees regarding their knowledge of the stipend and other University officials who may have
been involved in the activity.
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Therefore, we
recommend that the Commission authorize the use of compulsory process, including the use of
subpoenas, as necessary.

Iv. RECOMMENDATIONS
1.  Merge Pre-MUR 494 into MUR 6249;
2 Find reason to believe that Ksien L. Pletz vislated 2 U.S.C. §§ 441b(a) and 441f;

3. Find reason to believe that Kansas City University of Medicine and Biosciences
violated 2 U.S.C. §§ 441b(a) and 441£;
4. Take no action &t this time with regard to Talent for Senate, Hulshof for Congress,
Kay for Congress, Missourians for Bond, Friends of Bennie Thompson, and :
Nodler for Congress; !
5. Approve the Factual and Lagal Analyses;
6. Authorize the use of compulsory process as to all respondents and witnesses in
this matter, including the issuance of appropriate interrogatories, document
subpoenas, and deposition subpoenas, as necessary;
7. Approve the appropriate letters.

¢/22/2010 ﬂw(oﬁﬁw—

Date ThomumnPDmm
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